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Consolidated returns--Limtations on the use of certain | osses
and credits.

AGENCY: Internal Revenue Service (IRS), Treasury.

ACTI ON:  Notice of proposed rul emaking by cross-reference to
tenporary regul ati ons and notice of public hearing.

SUMVARY: In the Rules and Regul ati ons section of this issue of
the Federal Register, the IRS is issuing tenporary regulations
that will govern the use of certain tax credits and | osses of a
consolidated group and its nenbers. The text of those tenporary
regul ati ons al so serves as the text of these proposed

regul ations. This docunent al so provides notice of a public
heari ng on these proposed regul ations.

DATES: Witten coments and outlines of topics to be discussed
at the public hearing scheduled for May 7, 1998, nust be received
by April 13, 1998.

ADDRESSES: Send subm ssions to: CC DOM CORP: R [ REG 104062-97],
room 5226, Internal Revenue Service, POB 7604, Ben Franklin
Station, Washi ngton, DC 20044. Subm ssions may be hand delivered
between the hours of 8 aam and 5 p.m to: CC DOM CORP: R [ REG
104062-97], Courier’s Desk, Internal Revenue Service, 1111
Constitution Avenue NW, Washington, DC. Alternatively,

t axpayers may submt comments electronically via the Internet by
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selecting the "Tax Regs" option on the Hone Page or by submtting
comments directly to the IRS Internet site at:
http://ww. irs.ustreas. gov/prod/tax_regs/comments. htm. The
public hearing has been scheduled for May 7, 1998, at 10 a.m, in
room 2615, Internal Revenue Building, 1111 Constitution Avenue
NW , Washi ngton DC.
FOR FURTHER | NFORMATI ON CONTACT: Concerni ng the proposed
regul ations, in general, Roy H rschhorn (202) 622-7770;
concerning anendnents related to foreign tax credits and foreign
| osses, Seth Gol dstein (202) 622-3850; concerning subm ssions and
t he hearing, Mke Slaughter (202) 622-7190 (not toll-free
nunbers) .
SUPPLEMENTARY | NFORMATI ON:
Backgr ound

Tenporary regulations in the Rules and Regul ati ons section
of this issue of the Federal Register anend the |Incone Tax
Regul ations (26 CFR part 1) relating to section 1502. The
tenporary regul ations provide rules that will govern the use of
certain tax credits and | osses of a consolidated group and its
menbers. The text of those tenporary regul ati ons al so serves as
the text of these proposed regulations. The preanble to the
tenporary regul ati ons explains the tenporary regul ations.
Speci al Anal yses

It has been determi ned that this notice of proposed
rul emaking is not a significant regulatory action as defined in
EO 12866. Therefore, a regulatory assessnent is not required.

It is hereby certified that these regulations do not have a
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significant econom c inpact on a substantial nunber of small
entities. This certification is based on the fact that these
regul ations principally affect persons filing consolidated
federal inconme tax returns that have carryover or carryback of
credits fromseparate return limtation years. Available data
i ndicates that many consolidated return filers are | arge
conpani es (not small businesses). |In addition, the data
I ndi cates that an insubstantial nunber of consolidated return
filers that are smaller conpanies have credit carryovers or
carrybacks, and thus even fewer of these filers have credit
carryovers or carrybacks that are subject to the separate return
limtation year rules. Therefore, a Regulatory Flexibility
Anal ysi s under the Regulatory Flexibility Act (5 U S.C. chapter
6) is not required. Pursuant to section 7805(f) of the Internal
Revenue Code, this notice of proposed rulemaking will be
submtted to the Chief Counsel for Advocacy of the Small Business
Adm ni stration for comment on its inpact on small business.
Comment s and Public Hearing

Bef ore these proposed regul ati ons are adopted as fi nal
regul ati ons, consideration will be given to any witten coments
(a signed original and eight (8) copies) that are submtted
tinmely to the IRS. Al coments will be nade avail able for
public inspection and copyi ng.

A public hearing has been scheduled for May 7, 1998,
at 10 a.m, in room 2615. Because of access restrictions,
visitors will not be admtted beyond the Internal Revenue

Bui I di ng | obby nore than 15 m nutes before the hearing starts.
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The rules of 26 CFR 601.601(a)(3) apply to the hearing.
Persons who wi sh to present oral comments at the hearing

must submt witten comments and an outline of the topics (signed

original and eight (8) copies) to be discussed by April 13, 1998.
A period of 10 minutes will be allotted to each person for

maki ng conments.

An agenda showi ng the scheduling of the speakers wll be
prepared after the deadline for receiving outlines has passed.
Copi es of the agenda will be available free of charge at the
heari ng.

Drafting Information
The principal author of these regulations is Roy A

Hi rschhorn of the O fice of Assistant Chief Counsel (Corporate).

O her personnel fromthe IRS and Treasury participated in their

devel opnent .

Li st of Subjects in 26 CFR Part 1
I ncone taxes, Reporting and recordkeeping requirenents.

Proposed Amendnents to the Regul ations
Accordingly, 26 CFR part 1 is proposed to be anended as

fol | ows:

PART 1-1 NCOVE TAXES
Paragraph 1. The authority citation for 26 CFR part 1 is

anmended by adding entries in nunerical order to read in part as

fol | ows:

Authority: 26 U S.C. 7805 * * *

Section 1.1502-3 al so issued under 26 U. S.C. 1502.

Section 1.1502-4 al so issued under 26 U. S.C. 1502.
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Section 1.1502-9 also i ssued under 26 U.S.C. 1502.
Section 1.1502-23 also issued under 26 U.S.C. 1502.
Section 1.1502-55 also issued under 26 U.S.C. 1502.

Par. 2. In 81.1502-3, paragraph (c) is revised to read as
follows:

81.1502-3 Consolidated investment credit

* k k k%

(c) [The text of the proposed paragraph (c) of this section
Is the same as the text of §1.1502-3T(c) published elsewhere in
this issue of the Federal Register.]

Par. 3. In 81.1502-4, paragraphs (f)(3) and (g)(3) are
added to read as follows:

81.1502-4 Consolidated foreign tax credit

(f) * * *
(3) [The text of the proposed paragraph (f)(3) of this
section is the same as the text of §1.1502-4T(f)(3) published
elsewhere in this issue of the Federal Register.]
(@) ***
(3) [The text of the proposed paragraph (g)(3) of this
section is the same as the text of §1.1502-4T(g)(3) published

elsewhere in this issue of the Federal Register.]

* *k *x k%

Par. 4. In 81.1502-9, paragraph (b)(1)(v) is added to read

as follows:

*

*

*

*

*

*



6

81.1502-9 Application of overall foreign losses recapture rules

to corporations filing consolidated returns

* *k *x k%

(b) * * *
(1) * * *
(v) [The text of the proposed paragraph (b)(1)(v) of this
section is the same as the text of §1.1502-9T(b)(1)(v) published
elsewhere in this issue of the Federal Register.]
Par. 5. Section 1.1502-21, as proposed to be added at 61 FR
33394, June 27, 1996, is amended in paragraph (c)(1)(iii) by
adding Example 5. to read as follows:

81.1502-21 Net operating losses

* *k *x k%

(c) * * *
(1) ***
(i) [The text of the proposed paragraph (c)(1)(iii)
Example 5  of this section is the same as the text of §1.1502-
21T(c)(2)(iil) Example 5 published elsewhere in this issue of the

Federal Register].

* *k *x k%
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Par. 6. Section 1.1502-23, as proposed to be added at 61 FR
33395, June 27, 1996, is anended by redesignating paragraphs (b)
and (c) as paragraphs (c) and (d) and addi ng a new paragraph (b)
to read as foll ows:

81.1502-23 Consolidated net section 1231 gain or loss

* *k *k k%

(b) [The text of the proposed paragraph (b) of this section
Is the same as the text of §1.1502-23T(b) published elsewhere in
this issue of the Federal Register.]
Par. 7. Section 1.1502-55, as proposed to be added at 57 FR
62257, December 30, 1992, is amended by adding paragraph
(h)(4)(iil) to read as follows:

81.1502-55 Computation of alternative minimum tax of consolidated

roups .

* *k *x k%

(h) * * *
(4) * * *
(i) [The text of the proposed paragraph (h)(4)(iii) of
this section is the same as the text of §1.1502-55T(h)(4)(iii)
published elsewhere in this issue of the Federal Register.]
/sl Michael P. Dolan

Deputy Commissioner of Internal Revenue



